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Many fa ts have be id on the table recently regarding the
immediate crisis in school finance which many.,Texas districts
face. There is a long, term crisis in-Texas schobl ,finance,
however, which has only slowly come to be recognized as a
-"crisis." I am referring to the woefully inadequate funding,
of theleducation programs in districts of lbw wealth end the
confiscatory local property taxation tn many of these districts
which is necessary to mainttin even minimal level programs.
am referring to the gross inequities in school finance among
districts which Rodriguez v. San Antonio aimed at correcting.
This is the "crisis",whict this paper addresses.

,
/

Where Can the Money Come From? J
4

A
preliminary consideration, however, concerns the availability

of new monies to help alleviate both the immediate and long-
terecrises. Whe'e can the money come from?

. -
.

. ,

Let us first recognize that, the. Federal Government has not seen
fit to expand its role in aiding elementary:and secondary edu-,

cation in the past several years. Until the Niikon Administration
4s replaced by people committed to moving the cowntry.toward .

r .equality of educational opportunity, we can expect no relief N. '

.from the Federal Government. Therefore, ff Texans are going to
_attempt to eliminate their crises inNshool finance, they must
looK to their State acrd local resources to do so.

. .

Intthis connection, let us look at a few salient statistics.
In1970-71, Texas was 41st nationally/in current expenditures
.per pupil for elementary and secondary vhools.1/ According to
estimatesirom the National Center .for~ Educational Statistics,

ft. th1s ranking is not. likely to be very different when 1972 and
1973 data are published. ,

When looking at combined focal and state revenue receipts for
public schools/(ih 1971-72) as a percent of "bersonal income
(1.971) the most recent figures available, we see that Texas
is:at 4.8% vs: the U. S. average of 5.2%, ranking Texas around
35th nationally-2/ But on most measures of State'wealth,'Texas
ranks slightly higher nat.ionally.3/

These figures suggest that the State could be spending more on
Fria education.

i)
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Consolidation'as a Possible Solution

.Interdistrict Ina. ities

2

A

.'One way to approach school finance equity that 'as been proposed
in the past is by consolidation of school districts. As you
may or pay not know, Texas has over 1,100 school districts.
(This compares with 240 for instance., in Mary and) II many Pf
these distriCts were merged into larger/ ent' ies, the wealth'
differentials among districts would be' dim' ishei, resulting"in
more adequate, funding for the schoolt in what are no the
poorest districts (or so the theory noes),. .Consolidation was
a major recommendation Oropoted by the G vernor's Committee on
Public School Education in T968.

, .,

Now it is a fact 'that smalle. dittric s get favored treatment
over larger districtt'under he, Mini um Foundation/Program of /)

i . the present Texas school finante system. Over one half of the ,..

r5tate's districts have 500 pupils lest., Ai a group they get
'50% more State aid per pupil;than/ hee seven largest districts

., (alt fiver 40,000 pupils), despite having over three times'the
.wealth per pupil of the seven 10-gest districts.4/

" .

8Wis consolidatiOn worth,-it ?1 It could mean the loss of hard
wo Chicano control in.the f districts where Chicanos have
mobilized political poWer co mensurate with their numbers of
enrollgd,students. Cefrtain y it would mean widespread oppo-
sition to refor froM tax assessors, local school board members
and school admin striatow from districts to be merged, as well
as from parent-vo ers i those districts who viould feel- upset
by the possible lo of. influence inherent in consolidation.
Wholesale consolida attempts might be enough to defeat an/'
attempted reform.' S- era') informed sOlilAi have suggested that
the wholesale consol dation proposal watqWe of'the principal
factors which wayl d the major school finance reform proposals
of the Governor's ommittke in 1968. Maybe there's a better
way to approach uity. *

Replacing the "Economic Indei"
as a Possible Solution

A. more rep tly suggested means of approaching school finance
equity.is o replace the "EconoEic Index" by a fair method of
determin g the Local Fund Assignment of the State'S.Minimum.
Fotindat'on Program. As you know, the Local Fund.Assignment (LFA) is

*



the amount a local-district pays as its, share of ihe Mini um
Foundation Program it averages abqut 20 %,

. .
.

,

Initially when the Minimum Foundation Program was adopted
Texas in 1949, it covered 80% of the operating costs,of th
State's school districts. As of 1966-67, according to the

,4 ,,1968 Governor's Committee on Public School Education, the \ 4.".1.
Foundation Program paid for only 2/3 of total public school', Y.

cloperating expenses.5/

the "Economic Index") of 2/3 (the porti of the TeXas ove411,
Now, 20% (the average Local Fund Assign nt, as determined

school, budget supported by the Minimum Foundation Program) o
amounts to'13%. That is the.maximum portion of the State am t
local schoOl revenues which is affected by the Economic Inds
Analysis of selected Texas districts shows that wealthy dis-
tricts and poorer districts tax both high and low to raise
revenues for their Local Fund Assignments, suggesting that
the calculation of LFA is rather equitable (although plagued
by faulty methodology which causes some districts to tax th
selves more heavily than others to raise their LFA's).6/
Furthermore, a local district has no control over how.the
revenues for the LFA are spent, because they must be spent in

District accordance vrtttrrEe basic scheme of the overall Founda
Program.

Therefore, it is 'important that the replacement of the Economic
Index be regarded as a secondary,issue compared to three more
important facets of Texas school finoAce.

ti

The Major Probletism-of the Texas System

(1) How enrichment mon ies for olperattng expenses
4 are provided.

! (2) liow ,Capital Outlay monies must be raised.

(3). How Foundation Program current expense
allotments are determined,

(1) Enrichment

The 1968 Governor's Committee repor-ted,that twice as many Ioca$ .

tax dollars went for. enrichment of current operating expenditures

.
%.t
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as for the local portion- (LFA).of the Minimum Foundation Program.7/
By 19-79771, the :texas Research League's data-showed that the
ratio had risen to 2-1/2:1 (:197/pupil for enrichment vs. $77/Opil for LFA).8/

,-

ThAs is hardly surprisi sfdering that there is no limit on
how much enrichment mon' district_ can:ratst, and that, under
the pressure of a fiscal _crisjsTaiIing. enrichment levies is

,eakier to,do than -pushing-for increases -in' foundation Program
'finding at( the State level, at least for those districts which.

can afford to increase their taxed, f_-__ . ,

. ..

-___ -

4 Diit4ict property wealth is the sole determinant of the amount
-, .

.

-of enrichment monies that.siMilar district tax_rates can generate.. .,
Becauserof this, local enry4hment,revenues for operating ex-

f' penses (i.e., excludIng-lodal money raisedios debt service)
ranged from less than $1007student totore'thAn $7,000/student $1.1

' acEpss the state in 197-0 -71' :although only 11% of the .districts 41

(2% of the students) had gnrichmkntlevelsabove $500/student.9/:.
...,-

2..-.. *The 11973 Report of the Joint Senate' Interim Copmittee to Study.

-rOli.c School Nnavell(Mtuzy Reli.ortYcalled local enrichment
....the "greatesItelAtter 6f Inequity.inithe current Foundation School
Program .e. ....4

. , \

It is to be noted that Floridansas% Montana and Michigan/haye all
recently passed legislation'which works at, providing more eqval

. yields for the same enrichmeht tar rates.

(2) Capital Outlay

Roughly 1/4 of local revenues go for capital outlay expenditures.
and debt service.. This is more than is allotted for the local

,share (LFA) of the.Min.imum.Foundation Program.1/

As with enrichment monies for operating expenses, distilct
property wealth is the sole determinant of the Amount of capital
outlay d debt service. funds that similar 'district tax' rates
can ge rate.

.

And f course.) district operty wealth, is generally unrelated
to fferen4'd,s in constriction and rennovation needs and costs
be een d4stricts. Co tru -ction cost per square foot can be
t same-for city and uburb because they are drawing from the
me labor poorand up/lies market. Nevertheless, costs

*my
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diffe fantastically. A recent survey of the,2 argest m
.0olit areas in `the U. S.'points up.how central cities p
$68,0 0 per acre for school sites, while their utroondi g
suburbs paid only $3,500 per acre. Rural co truction 'and 1and
costs, of course, are considerably less th city and suburban
costs.

Presently 35 States provide some fotm of assistance for gthool
housing, with Connecticut, Delaware, Hawaii, Maine, Maryland,
Massachusetts, New Hampshire, North Dakota and Vermont allocating
from 11% to 47 %'of their state school budgets for this purpose.
Maryland has 100%.state supported. school construction,' although
sites have.to be'acquired witb local funds.11/

(3) Foundation4rrogram Allotments

Of total State and'local operating. costs, 62% are sq?parted by
the' Minimum Foundation Program (MFP).12J As lids already been
noted_, roughly 4/5 of the MFP monies are put up by the State
compared'to 1/5, on the average, by local districts: Essentially
the MFP provides five forms of assistance: minimum sala`ry
allowances, operating cost allowances, transportation cost *
allowance's, vocational education assistance and special educatio-n
assistance. '

4'

According to the Texas Research League'srecent research, the
Foundation Program allotment in 1970-71 exceeded $1,500/ upil
in one district with 38 pupils and was below $300/pupil i another
with .51' pupils. The bulk of Texas districts (84r of the fdi s-
tricts, 99% of the students) get from $300/pupil to $600/pupil.
-BUt this.iS a')00,% gap between top and bottom.13/

The Mauzy Report has castigated theworkings of ;the present
Foundation Program on sevetal Rointt. ,(a) .Rich districts can
pay higher salaries to attract teachers with advanced degrees
and more experience, thus 'garner more Foundation Program entitle-
tiient. So rich districts get more State aid and poor districts
get what's left, in terms of te§her quality and State aid.
(b) A.district must fill its a thoTized personnel units to get
a Fouidation Program allotment. But low salary schedules, use
off larger pupil/teacher ratios, yid unattractiveness of districts'
locations and facilities contribute to underutilization of
allowed units within certain districts. The Report said this
fttequently exists "in districts with cqmpaatjvely low pet
pupil property wealth." --(c) The Foundation' Program higher

4
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,..alfotmentslor

i,
eathers with mord-advanced degree and more-'

experfenwoonstit4eS a "guarantee" (to the'Texas State ', -.t.::. ,.- ,,.

. 'Teachers higher priced teachers won't,415e:,'..,r,
dumped in faVor"of;theaper,teachers (i.e., ones with lessv''',.:--,-* ',

. degreepreparation ae&-less'eXperience).by distri4s:w,h9ch-!' .44,,,- '.;
Wiwi thd.cost_effectiVeness in the classroo0:144thli lligtket..

eiced teachers, anewhicEr'might wish to expet,ipent4,1,th.0A native uses of, the extra Foundation Program fufldh.!htfi,flOWare
. ,.

0,, 'a'll'otted for the higher priced teachers' over Towe'rItriced'clnes:. ,::. . .

. (4 The Foundation Program pays onlyifor one
ft
sl,t-staffing 1 _ -

pattern of teachers,' prindipals, otheradalintstrAtprs, tOp4glOrs,- .*

nurses, librarians,iteachers' aides,, etc. WY.ita.45sp*Jtt'
'hasyegrictiment monies-can it add Additional .staff,tn. these;
categories or hire additional staff 'outs-idethese:,caOlories.',

. .'e
V 's .

TO reiterate, the.method of calculating-hWAEal Fad' AsSignmerft
4 ILFAl'is the most' equalizing part oftOe'Rresent sy'stempof Tekas

school finance. Reform efforts like'Redp;:ilan-,KubTak's, which
focus O<Changing the method of.talcOking LFA,-are diversionary a

from the major problems in the s'ystea.-L:lhe:major problems, once
more, are: . . :_

.

6

(1) how enrichment monies for pAyrating expenses
are provided;

(2) how capital, outlay monies must be raised; and

(3) how Foundation-Program current expense
allotments'aee determined.

*

How Should Reform Be Approached?

. Reform can be attempted by remedying one ivoblem at a time, or
it can be done in wholesale fashion. Either way, an'ovef.all
=concept of what constitutes an equitable system for all school
distrtcts in a State is mandatory. Otherwise the'reiniTies pro-
posed to solve one fiscal problem, if unevaluated for their
contribution tooverall system equity, may cause severe reper-
cussions in other fiscal dimensions once they are implemented.
Following are discusses variots factors which many states
across the United States are now beginning to recognize as
"must" considerations in the development :of faiir and equitable
state school financing systems.

4.



.1. District Wealth

The lower the property wealth per pupil, the more the state
school finance system should compensate. Equal local tax
rates should provide equal yields of state and loCal revenues,
all 'other factors being equal.,

7 00

. 0-4., a. AA

2. .District Family Income
.14S

Property wealth alone is not an adequate measure of-district
wealth. The lower the family income per pupil, the more, the
state school finance system should compensate, since property
taxes have to be paid out of income. Kansa? has recently
instituted a system incorporating this feature.

,

3. Local School Taxes

As greater tax effort is put forth by school districts, pro-
portionate increases of state and local revenues should perhaps
be available to the districts, all ;other.factors being equal.
This assumes the desirability of continuing to allow differentN
local tax efforts.

On the other hand, there are certain problems with allowing
differential efforts. First of all, wealthier communities
probably can more easily afford to:increase their tax effort
than poorer communities--they havel more income. Second,
communities with voters who are more educated and have more income,
and which have more professional workers probably more easily vote for
higher tax efforts than those which don't have these kind of
voteri, at least according to a study done by a Massachusetts
scholar looking at the Massachusetts history regarding tax
effort. After all, such people know the value of education.
However, the evidence in Texas shows that, on the.whole, the
poorest districts have taxed themselves much more than- richer

,dtstricts.

4. Local Municipal (Non-School; Taxes
k

Cities and some other governmental units often have very -high
municipal (non- school) tax burdens because of high needs for
adequate police protection,.garbage.disposal, health and
hospital servi.ces, fire protection, sewers, Social services
for indigents, etc. The higher the 'non-school tax burden, the
leis available are additional tax dollars for schools. Thus,
the 'greater the non-school tax effort, the less should-be
expected in school tx efforts, or,'to t it another way,

4
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low school tar.effort in a district with a high norif144tool tax
burden should bripg a nearly equivalent yield as a high school
tax effort in a district with low nom,sthool taxes, again all
other factors being equal. 4

5. Different Common Costs of Education 4

Salaries, janitorial labor, kitchen help, other labor costs,
land for school buildings,,etc., all are higher"in urban areas
than 'rural- areas.

A recent study by The Urban Institute in Washington, b. G. shows
that there is little difference between the non-instructional
expenditures of one district or another, whether urban, suburban
or rural--except for the very high transportation costs of: ruraT
districtl, which in turn is counterbalanced bit the very high
!wilding operation and maintenance costs of central cities.
The main point on cost differentials has to center around
teachers' salaries, which amount/to around 80% oroperating
budgets of school systems. There are two ma-.1or_differences in
costs differentials in teachvOsalaries between different
types of districts. First o all, city and suburban districts
have higher salaries than rural districts for teachers with the
same experience and education. Secondly, cities have more
teachers with greater seniority and more preparation (-degrees
than suburban (and rural) districts. Thup, city districts end
up haylng higher salary, costs than their.suburban counterpart
di t icts, and certainly, considerably higher costs than 'their
ru al counterparts. This is a reat.i.ty whether or not we value
more experience and more formal preparation in teachers.14/

Equal dollars per pupil , therefore, buys the least educational
program in urban areas, and the most *11 rural area's, with suburban
areas in between.

General cost-of-living differenti ls between areas should be
reflected in distribution of an*,state education funds. Florida
has recently adopted this princ2ple. But central-cities! higher
salary costs due to higher concentrations of more experience&,
more prepared and thus secure3'y tenured teachers also must
be recognized.

6. Concentrations-of Student with Special Needs

It .is generally accepted thal it costs more .to educate children
with physical handicaps, mental retardation, learning dis-
abilities and emotional disturbance than the average student.



It is also somewhat accepted that it costs more to educate
" incompatible" students,..i.e.., students from non-mainstream,
non-Anglo, non-middle class* backgrounds. More funds per
student should be made available for such special education
needs.,And,,as the percentage of such students varies district

,

by dfirtrict, especially in the category of "incompatible" students,
differing.overall needs should,be recognized in any fair 'state
funding scheme. Utah and Florida have both revised their systems
to provide for higher concentrations of student needsin some
districts over others.

7. .Differen.t Transportation Needs

The rural fact&T. Excess transportation costs and higher admini-
strative costs shouldITicompensated (remembering, however,
that vi-b4n and suburban districts also have real transportation
needs which should likewise be compensated if their needs are
in "excess" of a normal district's transportation needs').

Scorecard on the.System

mAlow turn to the next page to see how each of the najor facets
nreff the Texas system of school finance tend to compensate/equalize
for the various factors just discussed. .

I
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ShouldTexas not consider adopting-a system of school finance
which woul0 compensate /equalize for each of the factors in the
foregoing discussion? Is it not time ror Texas to institute an
equitable system of school, finance?

Look Not Only at Tinance, 'Though,
1hen Attempting to Reform the System

-gc

It must be remembered that both' the shoi-t-term and long-term
financial crises of the Texas school finance system are very
much part of the larger context Of the Texas school situation.

,

A prime part of that,context is thatthe system has'over a
imllion-pupin- who are Mexican-American orf Black, i.e., almost

40% of the total Texas school population. There are significant
cultural differences between these minority groups and the
dominant Anglo,population. There is a considerable language
difference between those affluent rimarily in Spanish and the
'dominant Anglos4. There are majoen_pifferences between the
impoverished backgrounds of many of 'Texas' minority students
an the generally more affluent Anglos. (A child coming from a

%,bai shack, living with a family of ten, surviving or' a day-to-day
basi , in no way brings the same perceptions of the world into
theQlassroom as the middle-class, Anglo child going to school
with three healthy -and hearty meals and a good night's sleep,
one chin to a bed, onebed to a room.)

Another part ol the,context is the total Anglo domination of the
Texas school system from the Legislature to the Governor's
Office tt theState Board of Education, the Texas Education
Agency, the TSTA and other education establishment groups,
local school bozrd.s\', local school systems, administrators and
teachers.

Theie facets of the Texas school situation have been responsikle
for the followingitesults. According to recept reports by the
U. S.'Commission on Civil Rights, one half of the tlexican-
American and, one-third of the Black students of Texas drop out
before completing the twelfth grade (while only 15% of Anglos
do), Nearly 45%-of.the Mexican-American and over 50% of the
Black students in the twelfth grade read at least two years
below grade level4(only 15% of the Anglos do).

These results will be repeated.no matter how, the Texas system
of school finance is restOped. Even if it is coR6letely reshaped
in the manner suggested earlier, the finance reforms will have



r

very limited influence on the education of Texas students from
poor and minority backgrounds, unless the factors of cultural
diffei'ence, language difference, economic difference ande Anglo
political domination are faced at the same time that the financial
crisis is faced.
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3/ Ibid., p.p. 41:45.

4/ Governor's Gommittee on Public,School Education, REPORT
OF THE GOVERNOR'S COMMITTEE: THE CHALLENGE AND THE
CHANCE, Austin, Aug. 1968, (Hereafter referred to as
Governor's Committee REPORT), Volume V, RESEARCH REPORT:

0PUBLIC EDUCATION IN TEXAS--FINANCING THE SYSTEM, 1969,
(Hereafter referred-to as Volume V), p. 55, Table XIX.

5/ Ibid., it.

6/ Robert 0. Bothwell, The Inequities of the Texas School
.Finance System Especially Considering Harris County)",
1973, unpublished paper distributed by HIU-Minority Tax
Reform' Project, Houston.

/ Governors Committee Report, Volume V, Table XXII, p. 67.
J

8/ Texas Research League, TEXAS PUBLIC-SCHOOL ,FINANCE: A
MAJORITY OF EXCEPTIONS, 2ndInterim Report, Austin, Nov.
1972, (Hereafter referred to as "Texas Research League,
2nd Interi.m Report"). Tple 2, p. 13.

0

9/ Ibid, pp. 21-22.

10/ Ibid., Table 2, p. 13. ($71 /stu.dent for debt service require-
ments plus $16/student for capital outlay from current
revenue = $87/student vs. $77/student for LFA, 1970-71).

'11/ Texans for Educational Excellence, TEE Newsletter: Volume
1, No. 4, San Antonio, AuguSt 1973, p. 3.

12/ Derived from Texas Research League, 2nd Interim Report, p. 13,
Table 2. "Net Foundation Funds" ($425.89) as a percentage
of "State-Local' Current Operating Expense"A$617424and
"State, Countyjand Regional Service Cdntet Expenditures"
($69.86), or $)425.89 as a percentage of $687.15.
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,13/ Ibid., p. 15.

14/ ,Betsy Levin, Thomas Muller, Cardova0Sandoval, THE HIGH
COST OF EDUCATION IN CITIES, The Urbin Institute, Wash-
ington, D. C., 197M3.

3

or

\,

16

--...

r,

\\

1

So


